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Independent Aludi'to.rs’ Report

Ms. Monique Jacobson, Cabinet Secretary

State of New 'Mexico Tounsm Department and
- Mr. Hector H. Balderas

New Mexmp State Auditor

Report on Fmancral Statements

We have audited the accompanying financial statements of the governmental activities, the
busmess-type activities, each major'fund, and the budgetsry comparisons for the general fund
and major special revenue funds of State of New Mexico Tourism Department (the: Department)’
as of and for the year ended June 30, 2014, and the related notes to the financial statements,

which collectively comprise the Department’s basic financial statements as listed in the table of
contents. We also have audited the budgetary comparisons for the major enterprise funds;

presented as supplemental information, as defired by the ‘Government Accounting Standardsi
Board, as of and for the year ended June 30, 2014, as listed in the table of contents

Management’s Responsrbrhty for the Financial Statements

Management is responsible for the preparation and fair presentation of these finangial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of intérnal control relevant
to the preparation and fair presentation of financial statements that are free from matena!
‘misstatement, whether due to fraud or error.,

Auditors’ Responsrbrlrty

Our responsibility is to express opinions on these financial statements based on our-audit. We

conducted our audit in accordance with auditing standards: generally accepted in the United

States of America and the .standards .applicable to financial -audits .contained in. Goverriment

Auditing Standards, issued by the Comptroller General of the United States. Thoss standards

require that we plan and perform thé audit to obtain reasonable assurance about whether the
- financial statements are;fr__ee'frcm material-misstatement.

An -audit involves perfcrmmg procedures: to obtain audit evidence about the amounts and
disclosures. in the financial statements. The procedures selected” deperid on the ‘auditors’
judgment, including the assessment of the risks of material misstatement of ‘the financial
statements, whether due to fraud or error, [n making those risk ‘assessments, the auditor
considers internal control relevant to the “entity’s preparation and fair presentatlon of the
financial statements in order to design audit procedures that are “appropriate in the.
circumstances, but not for the purpose of expressing an opmron on the effectlveness of the
entltys lntemal control. Accordingly, we express no such opinion.

An audit also includes evaluating the appropnateness of accounting policies used and the
reasonableness of significant. accounting estimates made by management, as well as

- evaluating the overall préséntation of the financial statements
¥

An independent member of Nexia Intermiational

INTERNATIBNAL



We believe that the audit evidence we have obtained is. sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our-opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, and
each major fund of the Department as of June 30, 2014; and the respectivé changes in financial
position and, where applicable, cash flows thereof and the respective budgetary comparisons
for the general fund and major special revenue funds for the year then ended in accordance
with accounting principles generally accepted in the United States of America. In addition, ‘in
our opinion, the financial statements refefred to above: present fairly, in all material respects,
respective budgetary comparisons for the' major enterprise funds for the year then ended, in
conformity with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 2, the financial statements of the Department are intended to present the
financial position and changes in financial position of only that portion of the- governmental
activities, each major fund, the aggregate remaining fund information and all respective
budgetary comparisons of the State of New Mexico that is attributable to the transactions of the
Department. They do no purport to, and do not present fairly the financial position of the entire
State of New Mexico as of June 30, 2014, and the changes in the financial position for the year
then ended, in conformity with accounting principles: generally accepted in the United States of
America. Our opinion is not. modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting priniciples generally -accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 12 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to
be-an essential part of financial reporting for placing the basic financial statements in -an
appropriate operational, economic, or historical context. We have. :applied certain limited
procedures to the: required supplementary- information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquities. of
management about the methods of preparing-the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements, We do not
express an-opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other information

Our audit was conducted for the purpose of forming opinions on the Department's financial
statements and the budgetary comparisons. The Schedule of Joint Power Agréeements is
presented for purposes of additional analysis and is not a required part of the basic financial
statements:



The Schedule of Joint Power Agreements is the responsikiility of ménagement and was derived
from and relates directly to the underlying accounting and other records used to prepare the
basic financial statements. The information has been subjected to the: auditing procedures
applied in the audit-of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directiy to the underlying accounting and
other records used to prepare the basic financial statements or to-the basic financial statements
themselves, and other additional procedures in -accordance with the auditing standards
generally accepted in the United States of America. In our opinion, the Schedule of Joint Power
Agreements is fairly stated, in all material respects, in relation to the basic financial statements
as a whole,

Other Reporting Required by Government Auditing Standaids:

In acgordance with Govemment Auditmg Standards, we have also issued our report dated
December 12; 2014 on our consideration of the Departments internal control over fihancial
reporting and on our tests of its comphance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or'on compliance. That reportis:an integral part of an audit performed in accordance
with -Government Auditing Standards in conSIdenng the Department's: interhal control over
financial reporting and compliance.

CliftonLarsonAllen LLP

Albugquerque, New Mexico
December 12, 2014



STATE OF NEW MEXICO TOURISM DEPARTMENT
MANAGEMENT’S -DISCUSSION AND ANALYSIS
June:30, 2014

The State of New Mexico Tourism Department's (the Department) Management Discussion and
Analysis (IVID&A) is designed to assist the reader in focusmg on significant financial issues;
provide an overview of the Department's financial : ity, identify changes in the Department’s
financial position (ability to address futirs year ch liengés), identify any material deviations
from the financial pian ahd'identify. any fund'issues of concern,

The MD&A is de3|gned to focls on the past year's activities, resulting changes and currently.
known facts; please read it in conjunction with the !ndependent Auditors’ Report at the frorit of
this report and the Department's financial statements and notes which follow this section,

Overv:ew of the Financial State'me'n‘ts

This audlt report consists of two parts: 1) management's discussion and analysis and 2) the.
basic financial statements. .

The basic financial statements include two kihds of statements that provide different views of
the Department. The first two statements ‘are government-wide financial statements that
provide both Iong-term and short-term information about the Department’s overall financial
status. The remaining statements are fund financial statements that focus on individual parts of
the' Department’s operations in more detail than the government-wide statements.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.

The MD&A should provide an objective and -easily readable analysis of the government's

financial activities, based on currently known facts, decisions or condition, It should provide an
analys;s of the govemment 's overall financial position and results of operations to assist users
in assessing whether the financial position has improved as a result of the year's activities.
Additionally, ‘it should provide an analysis of significant changes that occur in funds and
significant budget variances. ~

Government-wide Financial Statements. The Statement of Net Position shows the
Depaitment's overall financial position as of June 30, 2014, This financial statement is
comparable to the balance sheet in a private sector entity’s set of financial statements. A
Statement of Net Position differs from & balance sheet in several ways, but there is one main
difference. The Department is a government agency and a trustee of public assets rather than
a company with shareholders or owners. In a private sector balance sheet, the surplus (or
deficit) of assets compared to liabilities: is the owners’ equity. In governmental financial
statements, this excess is labeled net position. :

The. next government-wide statement is the Statement of Activities. This statement provides
information about revenue and expenditure activity throughout the course of fiscal year 2014.
The statement provides the net position at the: beginning of the year and the balance at the end
of the year. The difference between revenue and expenditure amounts provides for the change

in net position.

The remaining financial statements report the Department s operations in greater- detall than the
government-wide statements.



STATE OF‘NEW MEXICO TOURISM DEPARTMENT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Fund Financial Statements. The fund financial statements provide more detailed information
about the Department’s most significant funds. Funds are-accounting devices-that are used to
keep track of specific sources of funding and spending for particular purposes, ‘

The Department has two types of fu_nds:

Governmental Funds. Most of the Department’s services: are included in governmental funds,
which focus on (&) how cash and other financial assets that can be readily- converted to- cash
flow in and out, and (b) the balancés left at year-end that are available for spending. The
governmental fund statements provide a detailed short-term view that help the user determine
whether there are more or fewer financial resources that can be spent in the near future to
finance the Department’s programs. Since this information does not include the additional tong-
term focus of the government-wide statements, reconciliation between the government-wide
statements and the fund financial statemients is prowded for.governmental-type activities.

Propriétary Funds ate. used to report the Department's. service activities that charge
customers a fee. Like the government-wide financial statements, they report all assets
(ancludlng capltai assets), liabilities (short- and long-term), revenues, expénses, ‘'gains and
losses. They report the services included in the business-type activities in the government-wide
financial statements. The Department uses one kind of proprietary fund, Enterprise Funds, to
account for services provided to external customers,

Financial Analysis of the Department as a Whole

Net Position: Total Department net: position for fiscal year ending June 30, 2014 is
$1,217,879; $868,594 in Governmental and $349,285 in Business-type activities. The net
pos:tton is restricted, mainly for special revenue funds. The unrestricted net position in
Governmental ACthItIeS was $(129,798) and in Business-type activities was $349,285 at the

end of the fiscal year.



STATE OF NEW MEXICO TOURISM DEPARTMENT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Table A-1
The Department’s Net Position
Governmental
__ 4 Amount ~ Total %
FY 2014 FY2013 Change Change
Assets: " “
Current and other assets $ 3,076,91__3 5 2,321,658 § 755,255 32,53%
Capital assets, net _ 81,266 80,210 1,056 1%
Total assets $ 3168179 $ 2,401,868 $ 756,311 31%
Liahilities:
Current liabilitiss $ 2,2'88‘,41 2 $ 1',276,@9‘1 $ 1,01 1721 79%
Long-term liabilities 1,178 1,068 105. 10%
Total liabilities. 2,289,585 1,277,759, 1,011,826 79%
Net position:
Net investment in
capital assets = 81,266 80,210 1,056 1%
Restricted 917-,126 1,'1’7.-1.,5:43 . (25"4,4:1 7} -22%
Unrestricted deficit (129,798) (127.644) (2,154) 2%
Total net position 868,594 1,124,109 (256,515) -23%
Tota] liabilities and net position $ 3,158,178 % 2;4.01,868( $ 756,311 31%




STATE OF NEW MEXICO TOURISM DEPARTMENT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Table A1
The Department’s Net Position (continued)

Business-ty pe

Amount Total-%
FY 2014 FY2013 Change . Change
Assets:

Current and cther assets $ 1632592 § 1736396 $ (103,804) 6%
Total assets $ 1632592 §& 1,736,396 $ (103,804) -8%
Liabilities: .

Cufrent liabilities $ 1049838 $ 1,027,731 § 22,107 2%

Long-term liabilities 233,469 213,208 20,261 10%
Total liabilities 1,283,307 1,240,939 42,368 3%
Net position: B ‘

Unrestricted 349,285 495,457 (146,172) -30%
Total net position 349,285 495457 . . (146,172) -30%
To_tal-fia'bilities and net positi_on $ _ 1,632,592 $ 1,?36:,396 $ (103,804) -6%

The Department’s total assets are compnsed of $81,266 in capital assets and- $4 709, 505 in
other assets, for a total asset balance of $4,790,771. The overall increase if total assets from
the previous fiscal year is $652,507. Liabilities are also broken out into two segments: current
ligbilittes and non-current liabilities. The total amount of current liabilities is $3,338,250, ‘an
increase of 44.9% fror the prior year balance of $2,304,422. Non-current liabilities are limited
to the amount of unexpired subscript:ons related to New Mexico Magazine subscrlpnons and
compensated absences; the revenue is recognized only when the magazine. is published for &
given month. Many subscriptions are paid in advance from one to three years and are not likely
to be:recognized within the next fiscal year. The amount of non-current liabilities is $234,642 at

June 30, 2014.

The Department’s Activities: Thetable below summarizes the Department's activities-for the
fiscal years ending June 30, 2014-and 2013. Total change il net position from the previous
fiscal year was a decrease of $401,687. .



STATE OF NEW MEXICO TOURISM DEPARTMENT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014 :

Governmental

General revenues
and transfers in

" Total revenue
Expenses and transfers out
Change in net position
Net position, beginning
N_et‘ position, ending

Business-type

Program revenues
Total revenue
Expenses

Change in het position
Net position,, beginn'ing

Net position, ending

Table A-2
Changes in the Department’s Net Position

’ Amouﬁt Total %

FY 2014 FY 2013 Change Change.
$ 11343456 $ 9,264,963. $§ 2,078,493 22%
11,343,456 9,264,963, 2,078,493 22%
(11 ,5543“8,,97"1 ) _ (9:238,975) (2,359,996) 26%
(255,515) 25,988 (281,503) -1083%
1,124,109 1,088,121 25,088 2%
$ 868504 $ 1,124,109 $  (255515) -23%

Amount Total %

FY 2014 FY 2013 Change Change
$ 2950371 $ 3,083258 % (132,887) -4%
2,950,371 3,083,258 (132,887) -4%
(3,096,543) (2,914,357) (182,186) 6%
(146,172) 168,901 (315,073) -187%
495 457 326,556 168,901 52%
$ 349,285 § 495,457 § _ (146,172) -30%




STATE OF NEW MEXICO TOURISM DEPARTMENT
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2014 '

Information on Individual Funds

The State of New Mexico Tourism Department is responsible for the management of five
individual fund accaunts. Fund 18800 is considered the Department’s general fund. There are
two other governmental funds; that have operatirig budgets for specific uses. The Litter Control
and Beautification Fund defives its funding from a special beautification fée-of $.50 per vehicle
registration. The Scenic Byways Fund derives its funding from an additional fee of $25 per
motor vehicle registration for the sale of special Réute 668 Commemorative Registration Plates,
The two remaining funds are enterprise funds. The New Mexico Magazine Fund generates
revenue from operations related to the sale, advertisements-and promotion of the New Mexico
Magazme The Tourism Enterpnse Fund accounts. for thé sale of promotional items at the
visitor information centers. The table below lists the beginning and ending cash balances for
each fund managed by the Department,

Fund Balance, Balance, Total %
Fund Name Code  June 30, 2014 June 30, 2013 Change _

General Fund 186800 $ 1,763,644 $ 733,482 140%
Litter Control and

Beautification Fund 26200 $ 1,204,714 $ 1,395,464 -14%
Scenic Byways Fund 03000 $ - $ 23,845 -100%
New Mexico Magazine Fund 38200 % 1,267,533 % 1,401,442 -10%
Tourism Enterprise Fund 91900 $ 58,510 $ 32,625 79%

10



"STATE OF NEW MEXICO TOURISM DEPARTMENT
MANAGENMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

The tables below list the total revenue (including other financing sources and uses) and
.expenditures for each fund managed by the Départment.

Revenue
Fiscal Year Fiscal Year
Fund Ended Ended Total %
Fund Name Code _June 30, 2014 _June 30, 2013 Change
General Fund 18800 $. 10,332,300 $  8301,145 24%
Litter Control and : .

Beautification Fund 26200 1,033,786 1,016417 - 2%
Scenic:Byways Fund 03000 800 6,900 -88%
New Mexico Magazine Fund 38200 2,913,274 3,048,591 -4%
Tourism Enterprise Fund 91900 37,097 34,667 7%
Total revenues $ 14,317,227 § 12,407,720

Expenditures
Fiscal Year Fiscal Year
Fund Ended Ended Total %
Fund Name Code _June 30, 2014 _June 30, 2013 Change
General Fund 18800 $ 10,352,860 $ 8,331,545 24%
Litter Control and

Beautification Fund : 26200 - 1,243,368 996,985 25%
Scenic Byways Fund. 03000 . 25,045 - 0%
New Mexico Magazine Fund 38200 3,089,793 2,897,303 7%
Tourism Enterprise Fund 91900 6,750 17,054 -60%
Total expenses $ 14717816 $ 1 2-,24‘2,887

11



STATE OF NEW MEXICO TOURISM DEPARTMENT
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Budget Comparisons

The Department recorded several adjustments to the: original budget amounts during the fiscal
year. In total, the expenditires in the generai fund were less than budget by $21,822,

' The Department has several funds that generate the majority of its. revenues via dedicated,
non-reverting funds; there is little incentive to spend all available funds to justify higher future=f
budgets. Funds that remain unspent remain in the fund's cash balance. These funds then will
be available for-appropriation and expenditure in future fiscal years.

Capital Assets and Long-term Debt Activity

The net value of the Department’s capital assets as of June 30; 2014 is $81,266 for the
governmental activities. Business-type capital assets were fully depreciated at June 30: 2014.
For governmental activities and busmess—type activities, the Department made improvements to
an existing asset during the year. The Department did not have any capital asset disposals
during the year, The Department's enterprise funds had no additions or deletions during the

year,

The Department had no long-term debt activity during fiscal year 2014. Long-term liabilities -
recorded for the Department consist of long-term, unexpired magazine subscriptions.

Anticipated Future Conditions and Changes

The Department was awarded $10,308,900 in State Gerieral Fund appropriations for fiscal year
2014.

Contacting the Department’s Financial Management

The Department's financial statements are designed to provide our constituents and
stakeholders with a general overview of the Tourism Department's finarices and to show
accountability for the money it receives. [f you have questions about this report .or need
additional information, contact the Depariment’s Administrafive Services Division Director at
Lamy Building, 491 Old Santa Fe Trail, Sarita Fe, NM 87501.

12



STATE OF NEW MEXICO: TOURISM BEPARTMENT
STATEMENT OF NET POSITION
June 30, 2014

Governmental Business-type

Activities _ Activities Total
ASSETS . _ ‘
Investment in:State General Fund tnvestment-Pool $ 2,968,358 $ 1,326,043 %
Due from-otheragencies: 91,345 -
Recelvables, net 185 106,467
" Prepaid expenges . : 17,025 - 64,953 81,978
Inventories = 135,129 135,128
Total current dssets 3,076,913 1,632,502 4,709,505
Non-current;
Capital assets 283,902 . 5,904 269,806
Less accumulated depregiation. {182,636} (5,804) (188:540)
Total non-current assets | 81,266 . - 81,268
TOTAL ASSETS 3 3458179 $ 1,632,592 % 4,790,771

LIABILITIES AND NET POSITION

LIABILITIES
Accounits payable $ 2,080,321 § 131,947 § 2,222,268
Accrued payroll and related liabilities 27,082 62,409 89,491
Due to State General Fund ) 42,384 - 42,384
Unearned revenue - 25,750 25,750
Compensated abserices 128,625 15,736 144,361
Unexpiréd subseriptions . .- 813,996 813,998
Total current fiabilities 2,288,412 1,049,838 3,338,250
Long-term liabilities:
‘Compensated absences 1,173 - 1,173
Unexpired subscriptions, long-term - 233,469 233,469
Total liabilities- 2,289,585 1,283,307 3,572,802
NET POSITION .
Net investment in capital assets: 81,266 - ' 81,268
Restricted 917,126 - 917,126,
Unrestricted (deficit) {129,798) 349,285 219,487
Tatal net position 868,594 349,285 - 1,217,879
TOTAL L]AB]LIT[ES AND-NET POSITION 3 3,158,179 § 1,632,692 $ 4,790,771

The accompanying notes -are an integral part.of the financial statements.

13



STATE OF NEW MEXICO. TOURISM DEPARTMENT
STATEMENT OF ACTIVITIES
Year Ended June 30, 2014

Program Revenues

Charges for

Functions/Programs . Expenses Services
GOVERNMENTAL ACTIVITIES
Tourism * . - § 11,554,942 % -
Total governmental activities .11,654,842 - -
BUSINESS-TYPEACTIVITIES :
Publishing 3,096,543 2,950,371
Total business-type activities 3,096,543 2,950,371
TOTAL PRIMARY GOVERNMENT $ 14,651,485 $ 2,950,371

14



General revenues:
Beautification fee
Other registration fees’
Miscellaneous

Transfers;
Reversion to the State General Fund FY14
State: general fund appropriation
Other State agency transfers, net

Total general revenues
and transfers

Change in net position
Net position, beginning of year

Net position, end of year

Net (Expense) Revenue and
Changes-in Nét Position

Governmental Business-type

Activities

Activities. Total

$  (11,554.942) $

- 8 (11,554,942)

(11,554,042) - (11,554,942)
- (146,172) (146,172)

- (146,172 (146,172)
(11,554,942) (146,172) (11,701,114)
800 - 800
1,032,678 1,032,678
1,078 - 1,078
(42,384) . (42,384)
10,308,900 - 10,308,900
(1,645) . {1,645)
11,299,427 - 11,299,427
(255,515) (148,172) (401,687)
1,124,109 495,457 1,619,566
$ 868,594 $ 349,285 $ 1,217,879

The accompanying notes are-an integral part of the financial statements.

15



STATE OF NEW MEXICO TOURISM DEPARTMENT
BALANCE SHEET - GOVERNMENTAL FUNDS
Jurie-30, 2014

Major Funds

_ Litter Control Scenic Total
General and Beautification Byways = Governmental
Fund 18800 Fund 26200 Fund 03000 Funds
ASSETS : :
Investment in State General Fund .
Investment Poal $ 1,763,644 $ 1,204,714 $ .8 2,968,358
Due from other agencies - 91,345 : - 91,345
Other receivables 185 - - 185
Prepaid items 17,025 - - 17,025
TOTAL ASSETS . $ 1,780,854 § 1,296,058 $ - $ 3,076,913
LIABILITIES
Accounts payable 3 1,700,542 §$ 389,779 $ - & 2,090,321
Accrued payroll and related liabilities 20,903 6,179 = 27,082
Due to State General Fund 42,384 - - 42,384
Total liabilities 1,763,829 395,058 - 2,159,787
FUND BALANCES
Nonspendable:
Prepaid items 17,025 - - . 17,025
Restricted - 900,101 - 900,101
Total fund balances 17,025 900,101 - 917,126
TOTAL LIABILITIES AND ,
FUND BALANCES $ 1,780,854 § 1,296,059 $ - $ 3078913

The accompanying notes are an integral part of the financial statements.

16



STATE OF NEW MEXICO TOURISM DEPARTMENT
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
June 30, 2014

Total Fund Balance - Governmental Funds '
(Governmental Fund Balance Sheet) $ 917,126

Amounts reported for governmental activities in'the Statement of
Net Position are differen‘fg because:

Capital assets used in'governmental activities are not financial
resources and, therefore, are not reported in the funds.

The cost of capital assets is: 263,902
Accumulated depreciation is: (182,636}
Total capital assets - 81,266

Long-term and certain other liabilities, such as compensated absences,
-are not due and payable in the current pe__riod and, therefere, are:
not reported as liabilities in the funds. (129,798)

Net position of governmental activities (Statement of Net Position) 3 868,594

The accompanying notes are an integral part.of the financial statements.

17



STATE OF NEW MEXICO TOURISM DEPARTMENT
STATEMENT OF REVENUES, EXPENDITURES AND
:CHANGES IN FUND BALANCES < GOVERNMENTAL FUNDS

Year Ended Jurie30,,2014
Major Funds
Litter Control Scenic ‘Total
General and Beautification Byways Governmental
Fund 18800 Fund 28200 Fund 03000 Funds
REVENUES
Beatitification fee 3 - $ - 3 800 § 800
Other registration fees . - 1,032,678 - 1,032,678,
Miscellaneous ' - 1,078 - 1,078
Total revenues ' - 1,033,756 800 1,034,556
EXPENDITURES
Tourism 1 0,287;615 1,243,368 - '1*’{.5,.53_0 983
Capital outlay 22,861 = =N 22,861
Total expenditures 10,310,476 1,243,368 - 11,553,844
EXCESS (DEFICIENCY) OF
REVENUES OVER (UNDER) _
EXPENDITURES (10,310,476) (209,612) 800 (10,519,288)

OTHER:FINANCING SOURCES (USES)

State General Fund:appropriations 10,308,900 - - 10,308,900
Special appropriations - - - -
Intra-agency transfers, net - - - -
Other State agency transfers, net 23,400 - . (25,045) (1,645)
Reversion to State General Fund '

2014 fiscal year , (42,384) - - (42,384)

Total other financing

sources:(uses) 10,289,916 - (25,045) 10,264,871
NET CHANGE I‘N FUND BALANbE {20,560) (209,612) (24,245) (254,417)
FU&D‘. BALANCES,

BEGINNING OF YEAR 37,585 1,108,713 24,245 1,171,543 )
FUND BALANCES, END.OF YEAR $ 17,0256 $ 900,101 $ - $ 917,126

The accompanying notes are an integrat part of thé financial statements.
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STATE OF NEW MEXICO TOURISM DEPARTMENT :
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2014

Net Changes in Fund Balances - Total Governmental Funds
(Statement of Revenues, Expendltures, and Changes in -
Fund Balances) $ (254,417)

Amounts reported for governmental activities in the Statement of
Activities are different because:

In the Statement of Activities, certain operating expenses - compensated
absences (sick and annual leave) are measured by the amounts earned
during the year. In the Governmental Funds, however, expenditures _
for these iterns are measured by the amounts of financial resources used
(essentially, the amounts actually- pald) The increase.in-the liabilities for
the fiscal year was: (2,154)

Governmental Funds report capital outiays as expenditures. However;
in the Statement of Activities, the cost of those assets is allocated over
their estimated useful lives.and reported.as depreciation expense.
In the current period, these amounts were:

Q-_apifal outfay 22,861
Depreciation expense (21,805)
Excess of capital outlay‘ over depreciation expense ‘ 1,056

Change in net position of governmental activities
(Statement of Activities)

L2

{255,515)

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO TOURISM DEPARTMENT
STATEMENT OF REVENUES AND EXPENDITURES -
MAJOR GOVERNMENTAL FUNDS -~ BUDGET AND ACTUAL
(BUDGETARY BASIS)

Year Ended June:30; 2014

GENERAL FUND (18800)
] Variance From
_Budgeted Amounts Actual Final Budget
Original Final Amourits Positive (Negative)
REVENUES
State General Fund-appropriations $10,308,900 $10,308,000 $ 10,308,900 $ -
Other financing soétirces 23,400 23,400 23,400 -
Total revenues 10,332,300 10,332,300 10,332,300 -
EXPENDITURES
Personnel services/benefits 2,833,200 2,739,700 2,726,054 13,646
Contragctual services 489,200 626,225 625,652 573
Other : 7,009,900 6,966,375 8,958,770 7,605
Total expenditures 10,332,300 10,332,300 10,310,478 21,824
EXCESS OF REVENUES
OVER EXPENDITURES AND
OTHER FINANCING S8OURCES $ - 3 - 21,824 $ 21,824
NON-BUDGETED RECONCILING ITEMS i -
Reversions to.State General Fund (42,384)
NET CHANGE IN FUND BALANCE . $ (20,560)
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STATE OF NEWMEXICO TOURISM DEPARTMENT
=3TATEMEN‘{'QF REVENUES AND EXPENDITURES -
MAJOR GOVERNMENTAL FUNDS - BUDGET AND ACTUAL
(BUDGETARY BASIS) (CONTINUED) -

Year Ended June 30; 2014

LITTER CONTROL & BEAUTIFICATION. FUND (26200)
Variance From

Budgeted Amounts Actual Final Budget
QOriginal Final Aimounts:  Positive (Negative).
REVENUES
Otherregistration fees $ 1,029600 $ 1,020600 % 1,032,678" § 3,078
Miscellaneous - - 1,078. 1,078
Budgeted fund balance - 364,400 - {364,400)
Total revenues 1,029,600 1,394,000 1,033,756 (360,244)
EXPENDITURES
Personnel services/benefits: 149,200 149,200 112,718 36,482
Contractual services: 151,500 254,500 251,832 2,668
Othet 728,900 990,300 878,818 111,482
Total expenditures. B} 1,028,600 1,394,000 1,243,368 150,632
DEFICIENCY OF REVENUES
"UNDER EXPENDITURES $ - 8 - (209,612) $ - (209,612)
NET CHANGE IN FUND BALANCE 3 (208,612)
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STATE OF NEW MEXICO TOURISM DEPARTMENT
STATEMENT OF REVENUES AND EXPENDITURES
MAJOR GOVERNMENTAL FUNDS - BUDGET AND ACTUAL
(BUDGETARY BASIS} (CONTINUED)

Year Ended June 30, 2014

SCENIC BYWAYS FUND (03000)
~Variance From

Budgeted Amounts Actual Final Budget
Original ____ ‘Final Amounts _ Positive (Negative)
REVENUES § - 3 - ) - 3 -
Total revenues - - - - -
EXPENDITURES - - - -
Total expenditures - - - -
OTHER FINANCING SOURCES (USES) . .
Other financing sources - - 800 800
Transfers.out to other state d@gencies - - {(25,045) (25,045)
Total other financing
sources (uses). - - (24,245) {24,245)
DEFICIENCY OF REVENUES
UNDER EXPENDITURES -AND
OTHER FINANCING SOURCES $ -3 s (24,245) $ (24.245)
NET CHANGE IN FUND BALANCE 3 (24,245)

The accompanying notes are-an integral part of the financial statements.
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STATE OF NEW MEXICO TOQURISM DEPARTMENT

STATEMENT OF NET POSITION - PROPRIETARY FUNDS

ASSETS
Current:

Investment in State: General Fund Investment Pool

Accounts Recelvable, net
Inventories
Prepaid postage

Total current assets

Non-current;
Capital assets
l.ess acoumuladted depr_eciation
Total nor-current assets
TOTAL ASSETS
LIABILITIES
Current:
Accounts payable
Accrued payroll and related liabilities
Deferred revenue.
Unexpired subscriptions, current
Compensated absences, current
Total current liabilities

Non-curfent;
Unexpired subscriptions, long-term

Total non-current liabilities
TOTAL LIABILITIES

NET POSITION
Unrestricted

Tofal net position

TOTAL LIABILITIES AND NET POSITION

Jurie 30, 2014

Business-Type Activities

New Mexico Tourism

Magazine (38200} Enterprise (91900) Total
$ 1,267,533 § 58,510 § 1,326,043
103,877 2,490 106,467
123,738 11,393 135,129
64,953 - 64,953
1,560,189 72,393 1,632,592
5,904 - 5,904
{5,904) - (5,904)
$ 1,560,189 $ 72,393 $ 1,632 592
$ 131,806 $ 51 % 131,947
62,409 - 62,409
25,750 - 25,750
813,896 - 813,996
15,736 - 15,736
1,049,787 51 1,049,838
233,469 - 233,469
233,469 - 233,469
1,283,256 51 1,283,307
276,943 72,342, 348,285
276,843 72,342 349,285
$ 1,560,199 $ 3 1,632,592

72,393

The accompanying notes are an integral part of the financial statements.



STATE OF NEW MEXICO TOURISM DEPARTMENT
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET POSITION - PROPRIETARY FUNDS
Year Ended June 30, 2014

OPERATING REVENUES
Charges for services:
New Mexico Magazine
By-pioduct sales
Miscellaneous.
Total operating revenues

OPERATING EXPENSES

Personal services

Contractual services

Other costs

Total operating expenses

OPERATING INCOME (LOSS})
CHANGE IN NET POSITION
TOTAL NET POSITION, BEGINNING

TOTAL NET POSITION, ENDING

The accompanying notes are an integral part of the financial statements.

B’usiness-Tyhé Activities

New Mexico Tourism

_Magazine (38200) Enterprise (91900) Total
$ 2,003,066 '$ - % 2,903,066
: 9,658 9,658
10,208 27,439 37,647
2,913,274 37,097 2,950,371
802,355 - 802,355
796,178 - 796,178
1,491,260 6,750 1,498,010
3,089,793 6,750 3,096,543
(176:519) 30,347 (146,172)
(176,519) 30,347 (146,172)
453,462 41,995 495,457
$ 276,043 $ 72,342, $ 349,285
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STATE OF NEW MEXICO TOURISM DEPARTMENT
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
Year Ended June 30, 2014

Business-Type Activities

New Mexico: Tourism

) _Magazine (38200) Enterprise (91800) Total
CASH FLOWS FROM (USED BY)
OPERATING ACTIVITIES
Receipts from customers $ 2923075 § 34,607 $ 2,957,682
Paymeits to suppliers (2,273,942) (8,722) (2,282,864) -
Payments to employees (783,042) - (783,042)
Net cash from operating activities (133,908) 25,885 (108,024)
NET INGREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS- {133,909) 25,885, {108,024)
CASH AND CASH EQUIVALENTS, BEGINNING 1,401 ,442_ 32,625 1,434,087
CASH AND CASH EQUIVALENTS, ENDING . 3 1,267,533 $ 58,510 $ 1,326,043
RECONCILIATION OF OPERATING INCGME-'(LOSS')
TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating income (loss) $ (176.519) $ 30,347 $ (146,172)
Adjustments 10 reconcilg operating income to net cash
provided by operating activities:
Change in assets and liabiiities:
Receivables, nef (432) (2,490) {2,922)
Inventories (6.426) (1,954) (8,380)
Prepalid expenses 51,302 - 51,302
Accounts and other payables (11,744) (18) (11,762)
Déferrad revenue 10,233 - 10,233
Accrued payroll and compensated absences 19,313 - 19,313
Unexpired subscriptions 24,503 - 24,593
Due to other funds (44,229) - (44,229)
NET CASH FROM OPERATING ACTIVITIES $ (133,909) § 25885 § (108,024)

) 'Fhe.-'é_cmmp_anying notes are an'integral part of the financial statements.
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STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 1 — DEFINITION OF REPORTING ENTITY

The Tourism Department (the Department) was established by the Tourism Department Act,
effective July 1, 1991, in the Laws of 1991, Sendte Bill 228 enacted by the legislature:of the
State of New Mexwo The purpecses of the Department are as follows:

©

o

To provide.a coordinated, statewide perspective with regard to _toerism activities;

To provide a database for local and regional tourism groups and serve as a
comprehensive source of information and -assistance to tourism-related businesses
wishing to locate, exparid of do business in New:-Mexico;

To monitor the progress of state-supported tourism activities and prepare annual reports:
of such activit’ie‘e, their status and-their impact;

To add to and coordinate existing litter control and. removal efforts. NMSA Chapter 67,
Article 16, created the Litter Control & Beautification Fund as part of the Litter Control’
and Beautification Act. On April 3, 2001, Governor Gary. Johnson signed House Bill
338; which transferred the Litter Contro! and Beautification funding and coordination
efforts from the New Mexico State Highway and Transportation Department to the New
Mexico Tourism Department; and

The Department consists of (but is not limited to) the following programs:

00000

Marketing & Promotion Program

Tourism Enterprise

Tourism Development Program
Program Support Program

New Mexico Magazine Program
Sports Authority

NMSA: 9-15A-8. Tourism Commission created: membership, administratively attached to
the Department

The chief executive and administrative officer of the Department is the Cabinet Secretary, who
is appointed by the governor with the consent of the senate, serves in the executive cabinet,
and holds office at the pleasure of the governor. The. secretary appoints the directors of the
programs.

A,

The “tourism commission” is created. The commission shall be a planning: commission
administratively attached to the Department. The commission shall provide advice to

the Department on policy matters. The commission shall be: responsible for-the annual

approval and update . of the state's five-year tourism plan. The commiission shall consist
of seven members who shall be qualified electors of the state of New Mexico, no more

than four of whom, at the: time: of their appointment, shall be: members of the same.

political party and at least one of whom shall bé a Native American. Members shall be
appointed by the governor and - confirmed by the senate. Two members shall be
appointed from each of the three congressichal districts. One member shall be

appointed from the state: at large:
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STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 1 — DEFINITION OF REPORTING ENTITY (CONTINUED)

B. Appointments shall be made for seven-year terms expiring on January 1 of the
appropriate year. Commission members shall serve staggered terms as determined by
the governor at the time of their initial appointment annually:  The governor shall
designate a chairman of the commission from among the members.

C. The commission shall meet at the call of the chairiman, not less than once each quarter,
and shall invite representatives of appropriate. legislative committees, other state
agencies and interested - persons to its meetings for the purpose of irformation
exchange and coordination.

D. Commission members shall not vote by proxy. A majority of the members constitutes a
quorum for the conduct of business.

E.. Members of the commission shall not be remeved except for incompetence, neglect of
duty or malfeasance in office. Provided, however, no removal shall be made without
notice of hearing and an opportunity to be heard having first been giveh the member
being removed. The senate shall be given exclusive original jurisdiction over
proceedings to remove members of the commission under such rules as it may
promulgate. The senate's decision in connection with such matters shall be final. A
vacancy in the membership of the commission occurring other than by expiration of term
shall be filled in the same manner as the original appointment, but for the unexpired
term only.

F. Commission members shall not be paid, but shall receive per diem and mileage as
provided in the Per Dier and Mlleage Act [10-8-1 to 10-8-8 NMSA 1978]

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial staternents for the Department have beén prepared in accordance with accounting
principles generally accepted in the United States of America (GAAP) as appiied to
governmental units. The Governmental Accounting Standards Board (GASB}) is the standard-
setting body for governmental accounting and financial reporting. The GASB periodically
updates its codification of the éxisting Governmental Accourting and Financial Reporting
Standards, which, along With subsequent GASB pronolncements (Statements and
Interpretations), constitutes GAAP for governmental units,

Use of Estimates in Preparing Financial Statements

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and Tliabilities and disclosure of
contingent assets and ligbilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. .
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STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014,

NOTE 2 - SUMMARY OF SIGNIFICANT AGCOUNTING POLICGIES (CONTINUED)
Financial Reporting Entity

The financial reporting entity as defined by GASB Statement 14 (amended by GASB 39-and 61)
consists: of the primary government; organizations for which the primary government is
financially accountable and other organizations for which the nature and significance of their
relationship with the primary government are such that exélusion would -cause the reporting
entity's financial statements to be misleading or incomplete. This definition of the reporting
entity is. based primarily: on. the notioh of financial accountablhty as the "cornerstone of all
financial reporting in:.goevernment'. - The. primary government is. any state -government or
general-purpose: local government consnstlng of all the- organizations that nake up its legal
entity. All funds, organizations, institutions; agencies, departments and offices that are. not
legally separate are, for financial reportmg purposes, part of the primary government. The
Departrient, therefore, is part of the primary government of the State of New Mexico and its
financial data should be included with the financial data of the State.

The: Department is a “department” of the State of New Mexico and will be included ' in any
statewide Comprehensive Annual Financial Report. In accordance with the criteria set forth in
GASB 14 (amended by GASB 39) for determining component units, the Départinent does not
have any component units.

Government-wide and Fund Financial S‘tatemenis_

The basic financial statements include both government-wide (based on the Depariment as a
whole) and fund financial statements. The: reporting model focus is on either the Department
as-a whole, or major individual funds (within the. fund financial statements). In the government-
wide Statement of Net Position, both the governmental and business-type -activities columns
are presented on a consolidated basis by column, :and are reflected on a full accrual, economic
resources basis, which incorporates Jong:term assets and receivables as well as long-term debt
and obligations.

The government-wide Statement of Activities reflects both the gross: and. ngt costs that are
being supported by:geheral government revenues. The Statement of ActiVities reduces gross
expenses (including depreciation) by related program revenues, operating and caplta! grants.
The program revenues must be directly associated with the functlon or a business-type activity.
The Department reports two functions in the government-wide finaricial statements: the
governmental activities (Tourism) and busmess—type activities (Publishing). Program révénles
consist of the following:

o Governmental activities — Tourism activities

o Proprietary activities — Advertising, subscriptions and merchandise sales
The net cost (by function or business-type. actiVlty) is normally covered by general revenues
(taxes, intergovernmental revenues, intérest income, etc.). Historically, the previous: model did -

not summarize: or present net cost by function or activity. The Department does not currently
employ indirect cost allocation systems.
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STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO FINANCIAL STATEMENTS ’
June 30, 2014

NOTE 2 - SUMMARY: OF SIGNIFICANT ACCOUNTING POLIGIES (CONTINUED)

This government«mde focus is more on the sustainability of the Department as an entity and
the change in aggregate fifiancial position:resulting from'the activities of the fiscal period.

The fund'financial statements are similar to the financial statements, presentéd in the previous
accounting model. Emphasis here is. on the major funds in either the governmental or
business-type categories. Non- -major-funds :(by category) or fund type are summarized into-a
single column.

The governmental fund statements. are. presentéed on & curtént financial resource and modified
accrual basis of accounting. This presentation is deemed appropriate to (a) demonstrate-legal
compliance, (b) demonstrate the source and use of liquid rescurces, and (c) demonstraté. how’
the Department's actual experience conforms to the budget or fiscal plan. Since the
governmental fund statements are presented on a different measurement focus and basis of
accounting than the government-wide statements’ governmental column, reconciliation is
presented on the: page following each statement, which briefly explalns the adjustment
necessary to transform-the fund-based financial statements into the governmental column on
the governmentai-wide presentation.

The Department does not have .any fiduciary funds or compenent units that. are fiduciary in
nature. By definition, -assets in: a fiduciary fund are held for the benefit of a third party and
cannot be used to address activities or obligations of the government., These funds would not
be incorporated into the:government-wide statemenis.

The financial transactions -of the Départment .are maintained on the basis of funds; each of
which is .considered a separate accounting entity. The operations of each fund are accounted
for with .a separate set of self-balancing accounts that comprisé its assets, liabilities, fund
balance, revenues, expenditures or -expenses and other financing sources or uses,
Government resources are allocated to, and accounted for, in individual funds based upon the
purpose for which they are to be spent and the means by which spending activities are
controlled. The various funds are summarized by type in the accompanying financiai
statements. The various: funds are reported by generic classification within the financial
statements. GASB No. 34 sets forth: minimum criteria for the determination of major funds
based on a percentage of the assets, liabilitiés, revenues or expenditures/expenses of either
fund category or governmental and enterprise combmed

Basis of Presentation - Fund Accounting
The Department uses the following fund types:

Governmental Funds — The focus of governmental funds; measurement (in fund statements)
is upon determination of financial position and ‘changes in financial position (sources, uses and
balances of financial resolircas) rather than upon net incofme.

General Fund - The General Fund (SHARE Fund 18800) is the general operating fund of
the Department and is used to account for all financial resources except those required to
‘be accounted for in another fund. The General Fund is reverting per the Tourism
Department Act.. (Major fund)
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STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) -

Special Revenue Funds:

Litter Control & Beautification Furid (SHARE Fund 26200} is. used to account for the.
procéeds of specific revenue solirées that are restricted to expenditures for specified
purpeses: The Litter Control & Beautification Fund was created by Section 87-16-1
NMSA 1978 to accomplish litter contral by eliminating litter'fiom the state. The program
shall establish a statewide “Keep America Beaufiful” program. The- program awards
grants to cities and counties to develop statewide litter and. solid waste reduction
programs and awards grants to local governments -to establish summer youth
employment programs to aid’in litter control and beautification projects. The program
also conducts a public awareness and media campaign. Financing is provided from a
special beautification fee. of $.50 per vehicle registration. Non-reverting fund. (Major
Fund)

Scenic Byways Programs (SHARE Fund 03000) is used to develop a statewide byway
Marketing and Promotion Plan (MPP). The MPP will definé the marketing gdoals,
objectives, strategies and action plans, including the development .of promotional
themes for New Mexico's scenic byways. The designhatioh of the scenic byways as
special revenue.funds is by federal mandate. Non-reverting fund. (Major Fund)

The governmental-type funds idéntified below did not have budget authority for the fiscal year
nor did they have any financial activity or balances. Because of this, they have not been
included for presentation in the financial statemenits.

SHARE

Fund No. Description
898000 ARRA Fund
82300 Capital Projects Fund

Proprietary Funds ~ The focus of proprietary fund measurement is upon determination: of
operating income, changes in net position; financial position and cash flows. The generally
accepted accountmg principles applicable are those similar to businesses in the private sector.
The. funds are-reflected on a full accrual, economic resources basis, which incorporates Iong-
term .assets and receivables as well as long-term debt and obligations. The. fol!owmg is a
description of the proprietary funds of the Department: "

Enterprise Funds - ‘Enterprise funds are required to be used to. accotint for operatxons for
which a fee is charged to external users for goods orservices. The enterprise funds in use.
by the Department are as follows:

New Mexico Magazine (SHARE Fund 38200) — To account for the resources and uses

required to publish and distribute the: New:Mexico Magazine. This fund is non-reverting.
(Major Fund)

Tourism Enterprise (SHARE Fund 91900} — To account for the sale of promotional items
at visitor'centers. This fund is non-reverting. (Major' Fund)
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STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Measurement Focus and Basis cfEAccountin'g__

Basis of accountmg refers to the point at which revenues or expenditure/fexpenses are
recognized in the accounts and reported in the financial statements. It relates to the timing of
the measurements made, regardless of the measurement focus. applied. Expenditures-are paid
out of unrestricted funds unless specifically demgnated for restricted funds.

The Government-wide Financial Staternents are presented on an accrual basis of accounting.
The Governmental Funds in the Fund Financial Statements are presented on a modified

accrual basis.

In applying the “susceptible to accrual® concept to intergovernmental revenues pursuant to
Governmental Accounting Standards Board Statement No. 33 (GASB 33), Accountmg and
Financial Reporting for Nonexchange Transactions, the provider should recognize liabilities-and
expenses and the recipient should recognize receivables and revenues when the applicable
eligibility requirements, including time:requirements; are met, Resources transmitted before the
eligibility requirements are met, under most circumstances, should be reported as-advances by
the provider and deferréd revenue by the recualent

Accrual
Revenues are recognized when éafnéd and expenses are recognized when incurred.
Modified Accrual

All governmental funds are accounted for using the modified accrual basis of accounting.

‘Under the modified accrual basis of accounting, revenues are recorded when susceptible to
accrual (i.e., both measurable and available). “Available” means collectible within the current
period or soon enough thereafter to be used to pay liabilities of the current period, normally
within 60 days of year-end. Expenditures are generally recognized under the modified accrual
basis of accounting when the related liability is incurred. The exception to this general rule is’
that principal and interest on general long-term-debt, if any; is recognized when due.

In applying the “susceptible to accrual® concept to intergovernmental revenues pursuant to
GASB No. 33 (as it relates to non-exchange and excharige transactlons) the: provider should
recognize liabilities and expenses: and the: recipient should recognize receivables and revenues
when the applicable eligibility requirements, including time requirements, are met. Resources
transmitted before the eligibility requirements are met, under most. circumstances, should. be
reported as advances by the provider and deferred revenue by the recipient.

Budgets and Budgetary Accounting
The State Legislature: makes annual appropriations‘to the: Department's General Fund. Legal

compliance is monitored through the establishment of a budget and a financial control system
that permits a budget to actual expenditure comparison. -

a1



STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Expenditures by category may not legally exceed appropriations.  Buidgeted. line-item
classifications may be amended upon approval from the State: Budget Division. The basis of
accounting for the budget; as :appropriated by the State Legislature and approved by the: State
Budget Dlwsron differs frem the basis:of accounting required by GAAP.

Per the General Appropriation Act, Laws of 2012, Chapter 19, Section 3, item M. “Fér the
purpose of administering the General Appropriation Act of 2012 and approving. operation
budgets, the state of New Mexico shall foliow the modified accrual basis of accounting for
governmental funds in accordarice with the manual of model accounting practices issued by the
department of finance and administration.” The. budget is adopted on the modified accrual
basis of accounting except for accounts payable accrued at the end of the fiscal year that do
not get paid by statutory deadline per Section 6-10-4 NMSA 1978. Those accounts payable
that do not get palci tfmely must be paid out of the next years budget Encumbrances related to
perrods in excess of twelve months (multiple-year appropnatlons) When muitlple-year
wappropnatlon periods lapse, the authiority for the: budget also lapses and encumbrances:-can no
longer be charged to that budget. The legal level of budgetary control should be disclosed.
There are no eficumbrances outstanding at year-end.

The Department follows these procedures in establishing the budgetary data reflected in the
financial statements:

o No later than September 1, the Department submits to the Legislative Finance
Committee (LFC), and the Budget Division of the Department of Finance and
Administration (DFA), an appropriation request for the fiscal year commencing the
following July 1.. The appropriation request includes proposed expenditures and the
means of financing them.

o Budget hearings are scheduled before the New Mexico House Appropriations -and
-Senate Finance Committees. The final cutcome of those hearings: is incorporated into
the State’s General Appropriation Act.

o The Act is signed into Law. by the Governor of the State of New Mexico within the legally
prescribed time limit, at which time the approved budget becomes a legally binding
document.

o Not later than May 1, the Departrent. submits to DFA an annual operating budget by
appropiiation unit and account based upon the appropriation made. by the Legislature.
The DFA-Budget Division reviews and approves the operating budget, which becomes
effective on July 1.

o Formal hudgetary'integration is employed as a management control device during the
fiscal year for the General and Special Revenue funds.
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STATE OF NEW MEXICO TOURISM DEPARTMENT
NOTES TO'FINANCIAL STATEMENTS
June 30,2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED)
C';lSh and Cash Equivalents

The Department has defined cash and cash equivalents to include. investments with the State
Treasurer General Fund Investment Pool, ‘cash on hand and dermand deposlts All cash is
monitored by the State Treasurer. See Note 4 for additional investment disclosure.

Accounts Receivable

Accounts receivable are due from advertisers and subscribers: to the: New Mexico Magazine
and are recorded in the enterprise fund for New Mexico Magazine, New Mexico ‘Statute does
not allow state agencies to write off bad debt and, as a result, much-of the balance in accounts
receivable is old and deemed uncollectible. Management estlmates an allowance for doubtful
accounts based on a percentage of outstanding accounts recelvable based on management’s
estimate of the collectability.

Capital Assets consist of acquired assets with an original cost of $5,000 or more and an
estimated useful life greater than one year per Section 12-6-10. NMSA 1978. The Depariment
records assets (such as furniture and fixtures, equipment and data processing equipment
including software) purchased at cost or; if contributed, at-fair market value at date of-donation.
The Department is capitalizing and depreciating computer software developed for internal use,
Repairs. and maintenance expenses are charged to operations when incurred and major
improvements and replacements are capltallzed

Depreciation on all assets is provided on the straight-line basis over the following estimated
useful lives:

Furniture & Fixtures 10 years
Equipment & Machinery 10 years
Vehicles ‘ 5 years
Data Processing & Software 3 -5 years

Unearned Revenue and Unexpired Subscriptions

The New Mexico Magazine enterprise fund records: unearned revenue relating to advertising
that has been collected from their customers, but the magazine(s) in which the advertising will
take place has (have) not been issued yet.

subscribers pay for between one and three Yyears up front. ‘The revenus is recorded as earned
and any money received for magazines that have not been issued yet is recorded as unexpired
subscriptions. The amount. that will be earnilig in the next year is récorded as current and the
remainder is recorded as long-term.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACGOUNTING POLICIES (CONTINUED)
. Due To/From Other Funds .

Internal balances due to/from in the governmental funds are nettéd as part.of the reconciliation
to the government-wide columnar presentation; as such eliminating internal’ activity in: the
Statement of Activities. There were no inter-fund balances at June- 30, 2014,

Due to State Genieral Fund (Réversions)

Reversions to the State General Fund by the Department are based on the definitions of both:
reverting and non-reverting funds. Reversions are calculated by applying the percentage of
reverting fund (to total budget for the category) to the amount unexpended for the category at
fiscal year-end.

Reverting Funds

Reverting funds are all funds that are not identified by law as non-reverting. Examples: of such
reverting funds currently generated by the Department are miscellaneous revenues, sales and
services revenues, and telephotie: monitoring revenues. Revenues for Joint Power Agreements
(JPA) are reimbursements for actual costs, and as such, are a receivable due fo the
Department. Any amounts collected for these revenues over estimated budget are revertible
funds, since they would be replacing reverting general funds that were temporarily used to
support such activities. Reversions for JPA revenues are dependent on two-criteria: 1) Period
of receipt (Gurrerit, Yyear versus prior year), and 2) Périod of acerual (revenue recognition).

Non-Reverting Funds

All funids which are either appropriated to or earned by the Department, and by law or statute,
are not required to be reverted to.the state treasury upon completion of a flscal period or pro;ect
are non-réverting funds.

Governmental Fund Balances
in'the governmental fund financial statements, furid balances are classified as follows:

Nonspendable — Amounts that cannot be spent either because they are in a nonspendabie
form or because they are legally or contractuaily required to be matntarned infact.

Restricted — Amolnts that can be spent énly for specmc purposes where constraints: placed
on the resources are either externally: imposed or |mposed by law through constitutional
prows:ons or enabling legislation.

Committed — Amounts that can be. used. only for specific purposes pursuant to constraints
imposed by formal action of the Legislative-and Executive branches of the State,

Assigned — Amounts that are constrained by the Legislature’s and Executive Braich'’s intent
to be used for specific purposes or, in some cases; by legislation.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Unassigned — All amounts not iricluded in other spendable classifications.

As of June 30, 2014, the following funds had a fund balance: the General Fund (18800) had a
nonspendable fund balance of $17,025 relating to prepaid expenses; the Litter Control and
Beautification Fund (26200) had a fund balance of $900,101, all of which was restncted for the
statewide Tourism Development Program.

Compensated Absences
Qualified employess are éntitled to accumulate annual leave: according to a graduated leave

schedule :of 80 to 160_hours per year, depending upon length of service and employee's: hire
date A maxrmum of _0 worklng days (240 hours) of such accumulated annual leave may be- .

When employees: terminate, they are compensated for accumulated unpaid annual leave as of
the date of termination; up to a maximum' of 240 hours. Accumulated anriual leave.is not
expected to be liquidated with- expendable available financial resources and is reported in the
general long-term: debt group.

Qualified employees are entitled to -accumulate sick leave. at the rate of one day for each
calendar month of service. There is no limit to the amount of sick leave that an employee nay
accumulate. Once perfiscal year in-either January or.July, employees may -€léct to be paid up
te 50% of accrued sick leave in excess of 600 up to 720 hours, but.not to exceed 120 hours
(net 60 hours can be paid). In the case of retiring employees, up to 200 net hours in excess of
the 600 hour minimum- limit can be paid. All sick leave balances from 600 to 720 hours have
been recorded at 50% of the employee's current hourly rate in the ‘general long-term debt
account group, inciuding those amounts paid in July because no expendable: financial
resources are available as of the balance sheet date to liquidate the liability.

Amounts of accumulated leave for governmental funds are not expected to be liquidated with
expendable available financial resources and as such are recorded in the government-wide
financial statements and represent a reconeiling item between the fund and government-wide
presentations. Accumulated leave of proprietary furids is recorded as an expense and liability of
those furids as the benefits accrue to employees.

Revenues

Substantnal[y all governmental fund revenues are accrued. Subsidies and grants to proprietary
funds; if-any; which finance either capital or current operations are reported as non-operating
revenue based on GASB No. 33. In applying GASB No. 33 to grant:revenues, the: provider
recognizes liabilities and expenses and the recipient recognizes receivables and revenue when
the. applicable eligibility requirements; including time requirements, are met. Resources
transmitted before the eligibility requirements are mét are reported as advances by-the provider
" and deferred revenue by the recipient.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PO.LICIES (CONTINUED)

* Capital projects funded through the State Board of Finance (Severance Tax Bond proceeds)
. are reported as receivable and recognized as revenues only when all applicable. eligibility
requirements: of the State Board of Fihance are met. There were no bond proceeds
appropriated to the Department for the 2014 fiscal year.

The operating revenues and expenses of the proprietary funds are those transactions that
constltute the funds’ principal ongoing operations.

Segment Information

Governments. that report enterprise funds-or that use. enterpnse fund accounting to report their
activities are required to report on :activities that have a specific: identifiable revenue stream
.pledged In support of revenue bonds-or othér revenue-backed debt outstanding during the vear.

The enterprlse fund of the Department has no revenue bonds or other revenue-backed
instruments issued or outstanding:-and, therefore, no segment information is presented..

Program Revenues

Program revenues are revenues that (1) originate from the program or from parties other thar
the government's taxpayers or citizens as a wholg, and (2) reduce the expenses of the function
that has to be financed by general revenues. Revenues of this type can originate from a
-governmental source, but the proceeds are a charge for serviceés or products produced by a
government. agency, where. that. agency is considered a vender within the market place.
Additionally, program revenues are fees charged by the government agency that are used to
stipport a specific operation of that governmental unit.

Defer"lte&dﬁ-Outﬂ'O‘WSIIan.ows of Resources

In ‘addition to assets, the statement of financial position will sometimes repoit a separate.
section for deferred outﬂows of resources. This separate financial:statement-element; deferred
outflows of resources, represents a consumption of net ‘position that applies to & future
period(s) and so will not be recognized as an outflow of resources (expense/expendlture) until
then. The Department did not have: any items that qualified for reporting i this category as of
June 30, 2014. .

In addition to liabilities, the statement of financial position will sométimes report a separate
section for deferred |nflews of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of niet position that applies to a future period and
so will not be: recognlzed as an inflow of resources (revenue) until that time,, The Department
did not have any items that were required to be reported in this category as.of June 30, 2014,
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED) -
Net Position

The government-wide statements utilize a net position presentation categorized as follows:”

Net investment in capital assets. - This category reflects the portion of net position that are
associated with capital assets less outstanding capital asset related debt

Restricted net position - For the. government-wide statement of net position, net position is
reported as restricted when constraints placed on net position used are imposed by law
through constitutional provisions or enabling legisiation.

Unrestricted net position ~ This category reflects net position of the Department not
restricted for any project or other purpose.

The Department applies restricted resources first. for payment of expenditures when both
restricted and unrestricted net assets are available.

Subsequent Events

Management evaluated subsequent-events through December 12, 2014, the date the financial
statements were available to be isstied. Events or transactions occlirrihg after Jurie 30, 2014,
but prior to December 12, 2014, that provided additional evidence about conditions that existed
at June 30, 2014 have been recognized in the financial statements for the year ended June 30,
2014. Events or transactions that provided evidence about conditions that did not exist at
June 30, 2014, but arose before the financial statements were available to be issued, have not
been.recognized in the financial statements for the year ended June 30, 2014.

NOTE 3 - STATE GENERAL FUND.INVESTMENT POOL

For cash management and investment purposes, funds of various state agencies are depaosited
in the: State ‘General Fund Investment Pool (the Pool}, which is, managed by the. Office of the
New Mexico. State Treasurer. Claifis on the Pdol are reported as assets by the various
.agencies investing in the Pool,

In June 2012, an independent diagnostic report revealed that Pool balances had not been
reconciled at a “pusiness unit by fund” level since the. inception of the Statewide Human
Resources, Accounting, and Management Reporting System (SHARE) system in July 2006.
This report, entitied “Current State Diaghostic of Cash Control” also described a difference
between Pool bank balances and the:corresponding general ledger balance$ and indicated that
the effect of reconciling items was .unknown. The report, dated-June 20, 2012, is available on
the website of the. New Mexico Department of Finance & Administration at:
http://Mmnvw.nmdfa.state.nm.us/Cash_Control,aspx.
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NOTE 3 - STATE GENERAL FUND INVESTMENT POOL (CONTINUED)
By state statute, ther New Mexico Department of Finance and Administration (DFA) is.
responsible: for the performance of monthly reconciliations with the balances and accounts kept
by the State Treasurer, Therefore, under the direction of the State Controller / Financial Gontrol
Division Director, the: Financial Control Division (FCD} of DFA undertook action to address the
situation. DFA/FCD initiated the: Cash-Management Remediation Project:(Remediation Project)
in partnership with the Office of the New Mexico State Treasurer, the New Mexico Department
of Information Technology, atid a-centracted third party with expertise in the Enterprise.System
Software used by the State. )

The Remediation Project objective was to design and implement changes necessary to erisure
ongoing completion of timely, accurate and comprehensive reconciliation of the Pool. DFA has
implemented or is in the process. of implementing all the recommendations resulting for the
Remediation Project and has made changes to the State’s SHARE system configuration, cash
accounting policies and procedures, business: practices, and banking structure. This' has
ehabled DFA to complete timely and accurate recongiliation of bank to book balances at the
State: and Business Unit level on a post-implementatioh basis; however, it did not resolve
historical reconciling items. Additional changes recommended by the Project continue to be
cascaded through DFA and state agencies to support the Business Unit by Fund accounting
requirements.

A plan to address historical reconciling items is being assessed and a separate initiative will
need to be undertaken to resolve the historical reconciling items. Management considers jt
unlikely that this separate Initiative will be successful in allocating any of the historical
reconciling items to the State entities invested in the Pool. As a resul, ‘any remaining
differences post specific allocation to Pool participants will be repoited in the State General
Fund:

The Department has established its own internal. recoriciliation policies and procedures to
mitigate the risk that. our cash balances would be misstated as of June 30, 2014; The
Department is confident that our reconciliation process ensures all incoming and outgding cash
transactions are properly identified and that they are timely and accurately recorded in the
fihancial system.

NOTE 4 - INVESTMENT IN THE STATE GENERAL-FUND INVESTMENT POOL

State law (Section 8-6-3NMSA 1978):requires the Department's cash be managed.by the New
Mexico State: Treasurer's Office. Accordingly, the investments of the Department consist of an
interest in the State General Fund Investment Pool managed by the New Mexico State
Treasurer's Office.

At June 30, 2014, the Department had the following invested in the State General Fund
Investment Pool;

State General Fund Investment Pool | $ 4,204,401

[nterest Rate Risk — The New-Mexico State Treasurer's Office has an lnvestment policy that
limits investment maturities to five years or less-on allowable investments. This policy is means
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NOTE 4 - INVESTMENT IN THE STATE GENERAL FUND INVESTMENT POOL
(CONTINUED) '

of managing exposure to fair value losses arising from. increasing interest rates. This policy is
reviewed and approved annually by the New Mexico State Board of Finance.

Credit risk ~ The New Mexico State Treasurer-pools are not rated.
For additiorial GASB: 40 -disclosure ‘information regdrding cash- held by the New Mexico State

Treasurer; the reader should see the separate audit report for the New Mexico State
Treasurer's Office for the fiscal year ended June 30,:2014.

NOTE 6 - ACCOUNTS RECEIVABLE
Business-type Activities
- Accounts. receivable: at June 30, 2014 represents advertising revenue receivable ‘and

subscription revenue receivable of the New: Mexico. Magazine Enterprise’ Fund and other
receivable of the Tourism: Entérprise: Fund; as follows:

Advertising  Subscription Other Total
Receivable. R‘ecejfv_able Receivable _ Receivable
Total-accounts receivable  $ 1,246,074 $ 33,371 §$ 2,490 $ 1,281,935
Less allowances for
.uncollectibie accounts 1,170,200 5,178 - 1,175,468
Accountsreceivable, net $ 75,784 $ 28,193 $. 2490 § 106,467

Management expects the entire balance of net accounts recelvable to be collected within oné
year of the balance sheet date.

NOTE 6 - DUE FROM/TO OTHER STATE'AGENCIES

Due ‘from :@nd due to other state agencies represent interagency receivables and payables_

arising from interagency transactions. There weré: no amounts.due to other state: agencies at.
June 30, 2014,
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NOTE 6 - DUE FROMITO OTHER STATE AGENCIES (CONTINUED)

Due from Other State Agencues

Fund Due from Fund
Fund Name No.. Amount Agency/Purpose No, Amount

Litter Control and - Distributions for June.

Beautification 26200 $ 90,995 TRD/MVD Disfribution 39401 $ 90,995
Litter Contral and 26200 260 NMDGF - OHV Fees 10840 260

Beautification . ‘

 Liter Control and 26200 90 STD-Interest on deposits 80100 90

Beautification

Total all funds $ 91,345 Totalall funds $ 91,345

NOTE 7 - INVENTORIES

The Department has various inventories which are valued at the lower of cost or market. Cost
is determined by the actual amount paid, or if not available, estimated using gross profit
approach,

The inventory balance of $135,129 in the Business-type. Activities represents items for resale
for New Mexico Magazine Fund and items for resale at various visitor information centers for
the Tourism Enterprise Fund.
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NOTE 8 — CAPITAL ASSETS.

A summary of changes in capital assets for governmental activitiss follows:

: Balance ‘ Balance:

Governmental Activities June 30, 2013 Additions Deletions June 30, 2014
Equipment & Machinery $ 31,266 $ - $ - $ 31,266
Furniture & Fixtures 13,253 - - 13,253
Data Processing & Software 36,074 - - 36,074
Vehicles 160,448 22,861 - 183,309
Total capital assets 241,041 22,861 - 263,902
Less accumulated

depreciation for:

Equipment & Machinery (11,112) (3,127) = (14,239)

Furniture & Fixtures (13,253) - - (13,253)

Data Processing & Software (36,074) - - (36,074)

Vehicles (100,392)  (18,678) - (119,070)
Total accumulated depreciatioti (160,831)  (21,805) - (182,636)
Governmental activities

capital assets, net $ 80,210 $ 1,056 % - $ 81,266
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NOTE 8 — CAPITAL ASSETS (CONTINUED)

A surrimary of changes in capital assets for business-type activities follows:

: Balance ‘ Balance
Business-type Activities June 30, 2013 Additions Deletions June 30, 2014
Equipment & Machinery $ 2,866 $ - $ - % 2,866
Furniture & Fixtures. 1,401 - - 1,401
Data Processing & Software 1,637 - - 1,637
Other . - - - -
Total capital assets 5,904 - - 5,904
Less accumulated

depreciation for:

Equipment & Machinery. . - (2,866) - - (2,866)

Furniture & Fixtures (1,401) - - (1,401)

Data Processing & Software (1,637) ~ - (1,637
Total accumulated: depregiation (6,904) - - (5,904)
Business-type. activities ‘
capital assets; net $ - - $ = $ - $ -

The depreciation expense for the government activities was $21,805. The Department. did not
have any debt related to capital assets .as of June 30, 2014. In the Staternent of Activities,
depreciation expense is- captured in the Tourism category under governmental activities.
Business-type: capital assets were fully depreciated prior to. fiscal year 2014, which began
July 1, 2013,

NOTE 9 -COMPENSATED ABSENCES
The following is a summary of chan_gés in long-term liabilities for the year ended June 30, 2014

Governmental Activities:

Balance - Balance Amounts Due
June 30, 2013 Additions . Deletions June 30, 2014  Within One Year
3 127,644 & 97,827 % (95,673) % 129,798 % 128,624
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NOTE"9 - COMPENSATED ABSENCES (CONTINUED)

' Business-type Activities:

Balance . Balance Am‘jou'n_ts: Due .
June 30, 2013 Additions ~__ Deletions June 30, 2014 Within One Year
$ 15,736 $ 18,371 $ (18,371) $ 15,736 $§ . (15,738)

Compensated absences are liquidated within the fund in which the-corresponding employee's
compensation is expensed. Compensated .absences have been liguidated from the General
Fund (SHARE number 18800), approximately 74%; Litter Control & Beautification Fund
(SHARE number 26200), approximately 3%; and NM Magazine Fund (SHARE number 38200),
approxlmately 23%,

NOTE 10.- REVERSIONS

In accordance with statute Section 6-5<10(A) NMSA 1978, all unreserved, undesignated fund
balances in reverting funds as -of June 30 shall revert. A reversion of $42,384 was recognized
for fiscal year 2014. $42,384 is payable at June 30, 2014 to the State General Fund.

. Reversions due to the State General Fund are due by September 30, 2014. This payablé may
be adjusted within 45 days of the release. of this audit by the New Mexico Office of the State

Auditor:

NOTE 11 - PENSION PLAN - PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Plan Description

Substantially ail of the Department's full-time. employees participate in a public employee
retirement system ‘authorized under the Public Employees Retirement Act (Chapter 10, Article
14,. NMSA-1 978) The Public Employees Retirement-Association (PERA) is the admlnlstrator of
the plan, which is a: cost-sharing multiple-employer defined benefit retirement plan. The plan -
provides for retirement benefits, disability benefits, survivor benefits and cost-of-living
adjustments to plan members and beneficiaries. PERA issues ‘a separate, publicly available
financial report that includes financial statements and required supplementary information for
the plan. That report may be obtained by writing to PERA, P.O. Box 2123, Santa Fe, NM
87504-2123. ‘The reportis also available on PERA's website at www.pera.state.nm.us..

Funding Policy

Plan members are required to contribute 7.42% of their gross salary. The Department is
required to contribute 16.59% of the gross covered salary. The contribution requirements of
plan members and the Department are established in State statute under Chapter 10, Article
11, NMSA 1978. The requiréments: may be amended by acts of the legisiature. The
Department’s contributions to PERA for the fiscal years ending June 30, 2014, 2013 and 2012
were $399,015, $358,917 and $356,337, respectively, which equal the amourit of the requ1red'
contributions for each fiscal year.
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NOTE 12 - POST-EMPLOYMENT BENEFITS —~ STATE RETIREE HEALTH CARE PLAN
Plan.Description

The Department contributes to the New Mexico Retiree Health Care Fund, a cost-sharing
multipie-employer defined. benefit postemployment healthcare plan administered by the New
Mexico Retiree Health Care Authority (RHCA). The RHCA provides health care insuranee and
prescription drug benefits to retired employees of participating New Mexico government
agencies, their spouses, dependents, and surviving spouses and dependents. The RHCA
Board was established by the Retiree Health Care Act (Chapter 10, Article 7C, NMSA 1978).
The Board'is responsible for' establishing and amending benefit provisions. of the healthcare:
plan and is also authorized to designate optional and/or voluntary benefits. like dental, vision,
supplemental life insurance, and long-term care policies.

Eligible retirees are: 1) retirees who make contributions to the fund for at least five years prior to
retirement and whose eligible employer during that period: of time made contributions as a
participant in the RHCA plan on the persen’s behalf unless that person retires before the
employer's RHCA effective date, in which the event the tinie period required for smployee and
employer contributions shéll become, the period of time between the employers effective date
and the date of retirement; 2) retirees defined by the Act who retired prlor to July 1, 1990; 3)
former legislators. who served at least two years; and 4) formet governing authority members
who served at least four years.

The RHCA issues a publicly available stanhd-alone financial report that includes financial
statements and required supplementary: information for the: postemployment healthcare plan.
That report and further information can be obtained by writing to the Retiree Health Care
Authority at 4308 Carlisle NE, Suite 104, Albuquerque, NM 87107. .

Funding Policy

The Retiree Health Care Act (Section 10-7C 13 NMSA 1978) authorizes the RHCA Board: to
establish the monthly premium contributions that retirees are required to pay for healthcare
benefits. Each participating retiree pays a monthly premium according to a service based
subsidy rate schedule for the medical plus basic life plan plus an additional participation fee of
five dollars if the eligible partlcrpant retired prior to the employer's RHCA effective date or is a
former legislator or former governing authority member. Former legislators and governing
authority members are required to pay 100%. of the insurance premium to cover their claims
and. the administrative expenses of the plan. The monthly premium rate schedule can be’
obtained from the RHCA or viewed on their website at www. nmrhca.state.nm.us.

The employer, employee and retiree contribution are required to-be remitted to the RHCA on a
manthly basis. The statutory requirements for the employer and efriployee contributions can be
changed by the New Mexico State Legislature. Employers that choose to become parhmpatmg
employers after January 1, 1998 are required t6 make contributions to the RHCA fund in the
amount determined fo be approprlate by the board.
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 NOTE 12 - POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN
(CONTINUED)

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978). is the statutory authority that
establishes the required contributions of partlclpatmg employers. and their employees. For
employees that were members of an enhanced retirement plan during the fiscal year ended
June 30, 2014, the statute required each partxcrpatmg employer to contribute 2.5% of gach
participating employees annual salary; and each participating employee ‘was required to
contribute 1.25% of their salary. For employees that were not members of an enhanced
retirement plan during: the. fiscal year ended June 30, 2014, the statute required each
participating employer to contribute 2.0% of each participating employee’s annual safary; each
participating employee was required to contribute 1.0% of their salary, |n addition, pursuant to-
Section 10-7C-~15(G) NMSA 1978, at the first session of the Legislature following July 1, 2014,

the legislature shall review and adjust the distributions pursuant to Section 7-1-6.1 NMSA 1978
and the employer and employee contributions to the authority in order to ensure the actuarial
soundness of the benefits provided under the Retiree Health Care Act.

The Department's ¢ontributions: to the RHCA for the years ended June 30, 2014, 2013 and
2012 were $50,569, $49,616 and $48,625, respectively, which equal the required contributions

for each year

NOTE 13 - OPERATING LEASES

The Department leases vehicles, copiers and. other machines. Leases are subject to future
appropriations and as such are cancelable by the Department at the end of a fiscal year, The

future minirhum rental commitments: as of June 30, 2014 are as follows:

Year ending June 30:

2015 $ 42,042
2016 20,496
2017 and thereafter -

Total $ 62538

Lease expense under all long-term operating Ieases for the year ended June 30, 2014 was
$47,736.
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NOTE 14 ~OTHER FINANCING SOURCES (USES)
The:following is a summary of othér financing sources (uses) for the Tourism: Department;

Transfers I_n"fr_om Other¥-state Agencies — Governmental Funds

Transfers to Fund Transfers from - Fund
{(Purpose) " No. Amount. Agency No. No. Amount
General Fund.(General Dept. of Finance and
Apgp‘rqpri’a‘tidns 18800 $10,308,900.  Administration -'34100 85300 $10,308,900
FY14 Compensation Dept. of Finance:and
Package 18800 23,400  Administration - 34100 62000 23,400
Total $10,332.300 Tota $10,332.300

The Tourism Department transferred $25,045 from Fund 03000 Scenic Byways to New Mexico
Taxation and Revenue Department 33300 Fund 82500 for the termination of the JPA
Agreement between the agencies. )

NOTE 15 -RISK MANAGEMENT

The Departient obtains coverage through the Risk Management Division of the State of New
Mexico General Services Department. This coverage includes public liability, propeity, workers
compensation, surety bond uhemployment compensation and group health insurance. These
coverages are -designed to satisfy the requirements of the State Tort Claims Act. The
maximum limits provided by the Tort Claims Act are $1,050,000 per occurrence.

The. Departmenit had no significant reductions in insurance coverage from coverage in the prior
year. In the fiscal years ended June 30, 2014, 2013 and 2012, there were no settlements: that
exceeded insurance coverage, :

NOTE 16 — SUBSEQUENT ACCOUNTING PRONOUNCEMENTS

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for
Pensions, an amendment of GASB Statement No, 27. This Statement improves accounting
and financial reporting by state and local governments for pensions. It al§o improves
information provided by state -and local governmental employers about financial support for
pensions that is: provided by other entities. This Statement results from a comprehensive
review of the effectiveness of existing standards governing accounting and financial reporting
for pensions with regard to providing decision-useful information, supporting assessments of
accountability and inter-period equity, and creating additional transparency. This Statement will
be. effective for the Department in fiscal year 2015. The Department is in the process of
evaluating the impact of this pronouncement on.its financial statements. GASBS No. 68 will
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NOTE 16 - SUBSEQUENT ACCOUNTING PRONOUNCEMENTS (CONTINUED) .

requ'lre the Department to record its proportionate share of the unfunded pension plan liabilities
in the New Mexico State Retirement System and other plans. Although the amount of the
liability is unknown, it is presumed to be material. .

In January 2013, the GASB issued Statement No. 71, Pension Transition for Confributions
_Made Subsequent to the Measurement Date, an amendment of GASB Statement No. 68. The
ob;ective of this Statement is to address an issue regarding application of the transition
provisions: of Statement No. 68, Accounting and Financial Reporting for Pensions. The issue
relates to amounts associated’ wzth contributions, if any, made by a state or local government
employer or nonemployer contributing entity to a defined benefit pension plan after the
measurement date of the government's beginning net pension liability. This Statement will be-
effective for the Department in fiscal year 2015. The Department is in the process of evaluating
the impact of this pronouncement on its financial statements.

In January 2013, the GASB issued Statement No.. 69, Government Combinations and
Disposals of Government Operations; This Statement estabhshes -accounting and financial
reporting standards related to government combinations and disposals of government
operations. As used in this Statement, the term government combination includes a variety of
transactions referred to as mergers, acqwsmons and transfers of operations. This Statement
will be effective for the Department in fiscal year 2015. The Department is in the process of
evaluating the impact (if any) of this pronouncement on its financial statements.

This information is an integral part of the accompanying financial statements.
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STATE OF NEW MEXICO TOURISM DEPARTMENT
STATEMENT OF REVENUES AND EXPENDITURES - ENTERPRISE FUNDS -
BUDGET AND ACTUAL (BUDGETARY BASIS)

Year Ended June 30, 2014

NEW MEXICO MAGAZINE (38200)
Variance From

Budgeted Amounts Actual Final Budget
Original Final _Amounts __ Positive (Negative)
REVENUES
Charges for services $ 3405100 $ 3,405,100 $ 2913274 $ (491,826)
Total revenues 3405100 _ 3405100 _ 2,913,274 (491,826)
EXPENDITURES - current
Personnel services/benefits 883,600 883,600 802,355 81,245
Contractual services 949,900 949,900 796,178 153,722
Other 1,571,600 1,571,600 1,491,260 80,340
Total expenditures 3,405,100 3,405,100 3,089,793 3_:1'5,307
CHANGE IN NET POSITION 3 - $ - 3 {176,519). & {176,519)
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STATE OF NEW MEXICO TOURISM DEPARTMENT

STATEMENT OF REVENUES AND EXPENDITURES - ENTERPRISE FUNDS -
BUDGET AND ACTUAL (BUDGETARY BASIS) (CONTINUED)

Year Ended June 30, 2014,

TOURISM ENTERPRISE (91900)
Variance-From

Budgeted Amounts Actual Final Budget
Original Final Amounts __ Positive (Negative)
REVENUES " ‘
Charges for services $ 30,000 $ 30,000 $ 37,097 $ 7,097
Totalrevenues  ____ 30,000 _ 30,000 ___ 37,097 7,097
EXPENDITURES - current .
Other 30,000 _ 30,000 6,750 23,250
Total expenditures 30,000 30,000 6,750 23,250
CHANGE IN NET POSITION $ - $ - 3 30,347 $ 30,347
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' STATE OF NEW MEXIGO TOURISM DEPARTMENT
SCHEDULE OF JOINT POWERS AGREEMENTS
YearEnded June 30, 2014

The following is a list of Joint Powers Agreements-the Department has entered into:

New Mexico Department.of Cultural Affairs
Legal Counsel Services

New Mexico Department of Transportation
New Mexico Tourism Dept./Glenrio Rest Area/Visitor Center
Payment responsibility for utilities services to operate the Glenrio Rest Area/Visitor Center.

New Mexico Departmeént of Transportation
New Mexico Tourism Dept./Manuelito Rest Area/Visitor Center.
Payment responsibility for utilities services to operate the Manuelifo Rest Area/Visitor Center.

City of Raton
New Mexico Tourism Dept./Raton Visitor Information Center
. Define and clarify the responsibilities. of the parties as tenants of the Center.

New Mexico State Personnel Office
Human Resource Management
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Dates of Agreement

Responsible Amount Amount Audit

~ Party Beginning Ending Applicable Contributed” Responsibility
NMTD 11/23/2011 indefinite. .  § - $ 18,000 NMTD
NMTD 12/18/2008 indefinite $ 12,6500 . $ 12’._5V0'0 NMTD
NMTD 12/18/2008. indefinite $ 12;600 " $ 12,500 NMTD.
NMTD 12/9/2008 indefinite $ - $ - NMTD
NMTD 7/1/2013 . 6/3012014 § 52,500 $ 52,500 NMTD
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‘:‘Ci'Eft'onLars_onAIJen*LLP .
500 Marquette NW., Suite 800
Albuguerque, NM 87102

505-842-8200 | fax 505-842-1568,

' C[ifton La rson A“en | www.cliftontarsonalien.com

Independent Auditors’ Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements |
s Performed in Accordance with Government Auditing Standards

Ms. Monigue Jacobson; Cabinet Secretary
State of New Mexico Tourism Department and
Mr. Hector H. Balderas '
New Mexico State Auditor

We have audited, in accordance with the auditing standards generally ac"cepted' in the United
Stafes of America and the standards. applicable to financial audits contained in Government
Auditing Standards;. issued by the ‘Comptroller General of the United States, the financial
statements of the governmental actrvxtles the. bus:ness—type actlvstles each major fund; the
major 'special revenue funds of the State of New Mexico Tounsm Department (the

_ Dapartment), as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise the Department’s basic financial statements and related
budgetary comparisens of the Department, presented as' supplemental information, and have
issued our report thereon dated December 12, 2014,

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we Cconsidered the
Department's internal control -over financial reporting: {internal control) to determine the audit
procedures that are appropraate in the citcumstances for the purpose of expressmg our
opinions on the financial statements, but-not for the purpose of expressing an opinion on the
effectiveness of the Department’s internal control over internal control. Accordingly, we do not
express-an opinion on the effectiveness of the. Department's internal control.

* A\ deficiency. in internal control exists when the design or operation of a control does not allow
- management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
,deficiency, or a-combination of deficiencies, in internal control such that there is a.reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, -
of detected and corrected, on -a tifmely basis. A significant deficiency is a deficiency; or a
combination of deficiencies, in internal control that is less severe than a matenal weakness, yet
important enough to merit attention by thoseé charged with governance. :

Our consideration of internal control was for the limited purpose described in the first paragraph
of this: section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or
sigriificant deficiencies may exist that were not identified. Given these limitations, during our
audit we did .not identify- any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified. We did
identify certain deficiencies in internal control, describéd as 2014-003 and 2014-004 in the
- accompanying schedule of findings and responses which we consider to be significant
def|0|enc|es
}
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Compliance and Other Matters

As part of obtaining reasonable assurarice about whether the Department's financial statements
are free of material misstatement, we performed tests of its compiiance with certain provisions
of laws, regulations, contracts. and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statément amounts. However,.
providing an opinion-on compliance with these provisions. was not an objective of our audit, and
accordingly; we do not express such an opinion. The results of our tests disclosed instances of.
noncompliance or other matters that are required to be reported under Government Auditing
Standards and ‘which are described in the accompanying schedule of findings and responses
as items 2014-001, 2014-002 -and 2014-005.

The Department’s Responses: to Findings

The Department's responses to the findings identified in our audit are. described in the
accompanying schedule of findings and responses. The Department's responses were not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on them.

Purpose of this Report

The purpose . of this report is solely to describe the scope of our testlng of internal control and
compliance and. the result of that testing, and not to provide an opinion on. the effectiveness: of
the entity’s internal control or on compliance. This report is an integral part of an audit
petformed in accordance with Governmént Auditing Standards in conSIdenng the entity’s
internal control and compliance. Accordingly, this communication is not suitable. for any other

purpose.

CliftonLarsonAllen LLP'

L7

Albué;uerque, New Mexico
December 12, 2014
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STATE OF NEW MEXICO TOURISM DEPARTMENT
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2014

Section | - Financial Statement Findings
Finding 2014-001 Travel and Per Diem (Compliance and Other Matters)

Condition:" During our testing of 22 travel and per diem reimbursements, it was noted that for
one of the reimbursements, the employee was paid the incorrect amount (difference of $30)
and actual recelpts did not match the total reimbursed.

Criteria: Where lodging and/or meals are provided or paid for by the agency, the governing
body, or another entity, the public officer or empioyee is entltied to reimbursement only for
actual expenses under2.42.2.9 NMAC.

Cause: Management oversight, lack of effective controls: and procedures surrounding travel
and the related disbursements.

Efféct: The Department is out of compliance with 2.42.2.9 NMAGC.

Recommendation: We recommend that management ensure all staff involved with travel and
per diem reimbursements are familiar with the established procedures to ensure compliance.

Management’s Response: Management will ensure staff are well versed with established
procedures, to include thorough arithmetic calculations.

Finding 2014-002 SHARE User Access (Compliance kend Other: Matters)

Condition: During our review of 6 terminated employees’ user access to the State’s online
accountmg system, SHARE, it was noted that one émployee did not have user-access removed-
in a timely manner.

Criteria: Per mtemal policy, the System ‘Security Access Form should be submitted to the
Department of Information Technology upon termination and, if applicable, remove the
employee’s system access capabilities.

Cause: Management oversight, lack of effective’ controls and procedures surrounding user
access termination,

Effect Data integrity may be compromised if user access is not restricted in a timely manner
to employees that have been terminated.

Recommendation: We recommend that a specific time period should be implemented in the
Departments internal control policy and termination of user access rights to be submitted fo the.
Department of Information Technology no more than two weeks after termination of

employment..

Management’s Response: Management has implemented new procedures to include SHARE
Access Termination or Agency Transfer on the Exit Checklist Form. SHARE User Authofization
Access forms will be submitted to NM DolT upon the last day of employment at NMTD.
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STATE OF NEW MEXIC_:O TOURISM DEPARTMENT
SCHEDULE OF FINDINGS AND RESPONSES
June 30,2014

Section I - Financial Statement Findings (continued)

Finding 2014-003 Reconciliation of Accounts Receivable and .Aliowance for Doubtful
Accounts (Significant Deficiency)

Condition: During testwork over accounts receivable, it was noted that the amount per the.
custemer account detail did not agree to the general Iedger by $44,811. 'In addition, the
allowance for doubtful accounts required a journal éntry to increase the estlmate by -$39,027.

The net effect on the Financial Statements is $5,584.

Criteria: Per NMSA.6-5-2.1, the division shall maintain accounts and information. as necessary
to show the sources of state revenues and the ptifposés for which expenditures are. made: and
provide proper accounting controls to protect state finances. [n addition, per the Manual of
Mode!l Accounting Practices 2010 FIN 11.1, all receivables must be properly managed and
State agencies must maintain detail accounts receivables ledgers.

Cause: Management oversight, lack of éffective controls and procedures surrounding the
accounts receivable reconciliation process arid estimation of allowance for doubtful accounts.

Recommendation: We recommend that the Department take steps to ensure that accounts
receivable are properly reconciled to the general ledger each month based on the supporting
detail of customer -accounts. In addition, we recommend the Department estimate the
allowance for doubtful accounts consistently based on historical collections.

Management’s: Response: Management will ensure that accounts receivable. and allowarice:
for-doubtful accounts will be reconciled to the general ledger month.

Finding 2014-004 Journal Entry Affecting Fund Balance and Budget Overage (Significant
Deficiency)

Condition: During review of the fund balance rollforward, it was noted that a journal entry was
made during the year fo transfer funds to New Mexico Tax and Revenue Department upon the
termination of the JPA for the Scenic Byways Fund in the-amount of $25,045. The journal entry
was incorrectly posted to the. fund balance account, causing the unadjusted fund balance to be
$0 at June 30, 2014, Additionally, the Department had not budgeted-for this transaction. An
audit adjustmenit was made to reverss the enitry and correctly classify it as a transfer.

Criteria: Per 2.20.5.8 NMAC, it is the responsibility of the chief financial officer to ensure that
all transactions are properly classified in the agency’s recerds. Additionally, per State Auditor
Rule 2.2.2.10, any actual expenditure that exceeds the budgeted amount in any category must
_ be reported as a finding.

Cause: Management oversight, lack of effective: controls and procedures surrounding the
journal entry process.
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STATE OF NEW MEXICO TOURISM DEPARTMENT
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2014

Section | - Financial Statement Findings (continued)

Ffindi'n'g 2014-004 Journal Entry Affecting Fund Balance and Budget Overage (Significant
Deficiency) (continued)

Effect: Prior to the audit :adjustments, license plate revenue was understated by $800 and
other financing uses was understated by-$25,045. Additionally, the Scenic Byways fund's other
financing uses exceeded budget by $25,045, ,

Recommendation: We recommend that the Depariment take steps to ensure that all journal
entries are recorded to the correct accounts to ensure proper reporting on the financial
statements -and in accordance with Generally Accepted Accounting Principals. We also
recommend that the Department take the appropridte steps to adjust its budget for all
transactions, as necessary.

Management’'s. Response: Management will ensure proper reporting and in accordance with
Generally Accepted Accounting Principles. The Scenic Byways Program and Fund, 03000, is
now administered by NM Department of Transportation.

Finding 2014-005 Payment of Ineligible Advertising Sales Commissions (Compliarice and
Other Matters)

Condition: During our testing of twelve -payments made for Advertising Sales Commissions, it

was noted that four included paid customer invoices that were not eligible for commission

payments in the amount of $2,718.

Criteria: Per internal policy, commission payments are to be paid on customer receipts
received within the time period outlined in the individual émployee cortracts.

Cauge: Management oversight.

Effect: Over-expenditure of funds in the-amount of $2,718,

Recommendation: We recommend that management review in -detail the supparting
documentation. submitted with the contractor's invoice for sales commission payments and
ensure payments are only being made on eligible advertising sales.

- Management's Response: Management will thoroughly review supporting document of all

payments received and confirm commiissions payments are within the éligible period per the
Advertising Sales Contract.
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STATE OF NEW MEXICO TOURISM DEPARTMENT"
‘SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
June 30, 2014 ‘

Section | - Financial Statement Findings

Finding 2011-002 Capital Asset Monitoring' and Annual Inventory (Significant Deficiency)
- Resolved

Condition: The Department is not peiforming an annual asset observation, and up-to-date
capital asset information is not being actively monitored on either a spreadsheet or with
software.

Finding 2012-001 Payroll Deduction Authorization Forms (Control Deficiency) - Resolved
Condition: During our evaluation and testing of internal coritrols. over the payroll process, we
discovered that two individuals’ benefit enrollment forms did not specify: a deduction that was

being withheld on their paycheck. :

Finding 2012-003 Segregation of Duties in the Cash Receipts Process (Control
Deficiency) - Resolved

. Condition: In one instance out of twenty-two transactions tested in the cash receipts process,

a deposit in the amount of $259.48-was not reviewed by an individual other than the employee
processing the deposit in the accounting system.
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STATE OF NEW MEXICO TOURISM DEPARTMENT
EXIT CONFERENCE

June 30, 2014

An exit conference was held with the. Department on Deceniber 9, 2014 at the Department’s
effices in Santa Fe, New Mexico. The conference was held in a closed meeting to preserve the
" confidentiality of the audit information prior to the official release of the financial statements by
the State Auditor. In attendance were:

STATE OF NEW MEXICO TOURISM DEPARTMENT

Monique Jacobson, Cabineat Secretary

Richard Pickering, Director; Admihistrative -Services Division:
[sabel Duran, Deputy Director, Administrative Services Division
Lancing :Adams, Financial Manager

CLIFTONLARSONALLEN LLP

Georgie Ortiz, CPA, CGFM, Managing Principal
Ryan W. Jones, CPA, Engagement Director
Haley Cox, CPA, Asscciate

Andres Gamez, CPA, Associate

PREPARATION OF FINANCIAL STATEMENTS
The financial statements presented in this report have been prepared by the independent
auditor with the assistance of the Department. However, they are the responsibility of

management, as addressed in the Independent Auditors’ Report. Management reviewed and
approved the financial statements.
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